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THE GOVERNMENT NATIONAL
MORTGAGE ASSOCIATION

April 20, 2001
01-08
MEMORANDUM FOR:  All Participants in G nnie Mae Prograns

FROM George S. Anderson, Executive Vice President
SUBJECT: Streamlining of G nnie Mae’s Docunentati on Requirenents

The Governnent National Mrtgage Association (“Gnnie Mae”) is
pl eased to announce stream i ned docunentation requirenents for its
single-famly Mrtgage-Backed Securities (“MBS') program The
changes, which becone effective imediately, will result in
substantial cost savings to the industry. This effort represents
the continuing conmtnent by G nnie Mae to reduce the costs of
honeowner shi p and deliver the nost efficient MBS program possi bl e.

The docunentation inprovenments for the single-famly MBS
program i ncl ude:

« streamined recertification requirenents;

« elimnation of note endorsenents currently required
subsequent to transfers of servicing;

« use of “allonges” to note endorsenents for third-party
originations, if permtted by state |aw,

« reduction in bonding requirenents for |ost note bonds; and

« acceptance of Veterans Affairs electronically generated
Loan Guaranty Certificates in |ieu of physical
certificates.

Stream i ned Recertification Requirenents

The streamined recertification process applies only to | oans
in pools that have been final certified. The docunent custodian is
required to ascertain, in a manner agreed to between the issuer and
t he docunent custodian, that the docunents |isted bel ow are
accounted for, and reasonably satisfy G nnie Mae’'s requirenents for
recertifying the loans listed on form HUD 11706, Schedul e of Pool ed
Mor t gages:



« Recorded nortgage, including a conplete chain of
assi gnnents;

« The unrecorded assignnment to G nnie Mae, in recordable
form but not recorded;

e« Oiginal note, including all required endorsenents and the
endorsenent in blank and w thout recourse;

« Evidence of proper insurance or guarantee (e.g. FHA
Mortgage Insurance Certificate), signed and dated, and;

« Title policy.

G nnie Mae reserves the right to require a conplete recertification
for those issuers whose docunentation fails to satisfy G nnie Mae’s
m ni mum t hr eshol ds.

El i m nati on of note endorsenents currently required subsequent to
transfers of servicing rights

Once a loan is placed in a G nnie Mae pool, subsequent
endorsenents are no |longer required. The endorsenent in blank
pl aced on the note at pooling is sufficient. The conplete chain of
endorsenents up to the pooling of the | oan nmust be evident.

Use of allonges to note endorsenents for third party originations,
If permtted by state | aw

G nnie Mae will permt the use of an allonge containing a note
endorsenent for third-party originations. |Issuers nust ensure that
an allonge is enforceable in the jurisdiction where the property is
| ocated by obtaining a |l egal opinion fromgqualified outside
counsel. The | egal opinion nmust unanbi guously state that it is one
on which Gnnie Mae may rely. Such opinion does not have to be
i ssuer specific; an opinion addressed to one issuer nmay be used by
other issuers so long as the legal opinion explicitly provides that
it my be relied upon by G nnie Mae for any single-famly MBS,
regardl ess of whether the MBS is issued by the issuer that obtained
t he | egal opinion.

In addition, issuers nust ensure the following: the allonge
clearly references the note; that neasures are inplenented to
prevent the placenent of additional endorsenents on the note once
an all onge has been used; and that standards are inplenented to
mnimze the possibility of the allonge becom ng detached fromthe
not e.



Reduction in bonding requirenments for | ost note bonds

| ssuers nmay now purchase a bond to cover |ost notes with
limted liability (120% of unpai d principal balance of the |oan),
rather than unlimted liability. Further, the obligees may now
i nclude the issuer or successors, along with G nnie Me.

Use of Veteran’s Affairs (“VA’) electronically generated Loan
G@uaranty Certificates in lieu of paper

G nni e Mae recently announced that issuers using the VA s
el ectronically generated | oan guaranty certificate will no |onger
be required to provide a signed original Loan Guaranty Certificate
to its docunment custodian. Rather, the document custodian is
authorized to accept direct electronic notification fromthe VA as
evi dence of guaranty (please see Al Participants Menorandum 01-02
for details).

Sunmary

These changes are the result of ongoing inprovenents in Gnnie
Mae’ s docunent custody requirements. While these inprovenents
represent substantial cost savings to the industry, it is Gnnie
Mae' s desire to continue to work with our business partners to
further stream ine our requirenents.

A copy of the guide changes, including those for VA s
el ectronically generated LGC s is attached. You nay al so access
the Guide through G nnie Mae’s website at ww. gi nni enae. gov.

Shoul d you have any questions, please contact your Account
Executive in the Ofice of Custonmer Service at (202) 708-1535.

At tachnment _I] — Chapter 10

At tachnent 2] — Chapter 21

[Attachnent 3] — Appendi x V-1: Docunent Custodi an Manual Chapter 3
[Attachment 4] — Appendi x V-1: Docunent Custodi an Manual Chapter 9
Attachnent 5] — Appendi x V-1: Docunent Custodi an Manual Appendi x
Attachnment 6] — Appendi x V-1: Docunent Custodi an Manual Appendix 1|1
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